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OATH OR AFFIRMATION

Larry Starks swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Waterview Securitijnc as

of December31 2O 12areirueandcorrect Ifurtherswearoraffirmthat

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows
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INDEPENDENT AUDITORS REPORT

Waterview Securities Inc

Dallas Texas

Report on the Financial Statements

We have audited the accompanying statements of financial condition of Waterview Securities

Inc the Company as of December 31 2012 and 2011 and the related statements of income

changes in stockholders equity and cash flows for the years then ended

l1anageinent ResponsibilitiJór the Financial Statements

Management is responsible for the preparation and fair presentation of these financial

statements in accordance with accounting principles generally accepted in the United States of

America this includes the design implementation and maintenance of internal control

relevant to the preparation and fair presentation of financial statements that are free from

material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits

We conducted our audits in accordance with auditing standards generally accepted in the

United States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free from material

misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements The procedures selected depend on the auditors

judgment including the assessment of the risks of material misstatement of the financial

statements whether due to fraud or error In making those risk assessments the auditor

considers internal control relevant to the entitys preparation and fair presentation of the

financial statements in order to design audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the

entitys internal control Accordingly we express no such opinion An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness of

significant accounting estimates made by management as well as evaluating the overall

presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for our audit opinion

Assurance Tax Advisory

Learn more at traviswolff.com



Opiiiion

In our opinion the financial statements referred to above present fairly in all material

respects the financial position of Waterview Securities Inc as of December 31 2012 and

2011 and the results of its operations and its cash flows for the years then ended in

conformity with accounting principles generally accepted in the United States of America

Our audits were conducted for the purpose of forming an opinion on the basic financial

statements taken as whole The information contained in Schedule and II is presented for

purposes of additional analysis and is not required part of the basic financial statements but

is required by Rule 17a-5 under the Securities Exchange Act of 1934 Such information is the

responsibility of management and was derived from and relates
directly to the underlying

accounting and other records used to prepare the basic financial statements This information

has been subjected to the auditing procedures applied in our audits of the basic financial

statements and certain additional procedures including comparing and reconciling such

information directly to the underlying accounting and other records used to prepare the basic

financial statements or to the basic financial statements themselves and other additional

procedures in accordance with auditing standards generally accepted in the United States of

America In our opinion the information is fairly stated in all material respects in relation to

the basic financial statements taken as whole

ii
Certified Public Accountants

February 2013

Dallas Texas



WATERVIEW SECURITIES INC

Statements of Financial Condition

December 31 2012 and 2011

2012 2011

ASSETS

Current assets

Cash and cash equivalents 95855 449796

Accounts receivable 91

Prepaid expenses 2537 2476

FINRA deposit
70 35

Total current assets 98462 452398

LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities

Accounts payable
88 55573

Total current liabilities 88 55573

Commitments and contingencies Notes and

Stockholders equity

Common stock $0.01 par value 100000 shares authorized

50001 shares issued and outstanding 500 500

Additional paid-in capital 49500 49500

Retained earnings 48374 346825

Total stockholders equity 98374 396825

98462 452398

See accompanying notes to financial statements
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WATERVIEW SECURITIES INC

Statements of Income

Years Ended December 31 2012 and 2011

2012 2011

Revenues

Fee and service revenue 35000 946500

Expense reimbursements 1721 7307

36721 953807

Operating expenses

Administrative support 17500 55750

General and administrative 1500 255959

Regulatory 3297 5286

Professional 5651 4606

Reimbursable expenses 1721 7321

Dues and subscriptions
100 150

Insurance 728 364

Shared expenses 4800 4800

35297 334236

Operating income 1424 619571

Interest income 131 795

Net income 1555 620366

See accompanying notes to financial statements

-4-



WATERVIEW SECURITIES INC

Statements of Changes in Stockholders Equity

Years Ended December 31 2012 and 2011

Common Stock Additional Retained Earnings

Shares Amount Paid-in Capital Accumulated Deficit Total

Balance January 12011 50001 500 49500 126467 176467

Distributions to stockholders 400008 400008

Net income 620366 620366

Balance December 31 2011 50001 500 49500 346825 396825

Distributions to stockholders 300006 300006

Net income
_______________ _______________ _______________

1555 1555

Balance December 31 2012 50001 500 49500 48374 98374

See accompanying notes to financial statements
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WATERVIEW SECURITIES INC

Statements of Cash Flows

Years Ended December 31 2012 and 2011

2012 2011

Cash flows from operating activities

Net income 1555 620366

Adjustment to reconcile net income to net cash provided

by used in operating activities

Changes in operating assets and liabilities

Accounts receivable 91 8921

Prepaid expenses 61 518
FINRA deposit 35 140

Accounts payable 55485 55486

Deferred revenue 16000

Net cash provided by used in operating activities 53935 668395

Cash flows used in financing activities

Distributions to stockholders 300006 400008

Increase decrease in cash and cash equivalents 353941 268387

Cash and cash equivalents beginning of year 449796 181409

Cash and cash equivalents end of year 95855 449796

See accompanying notes to financial statements
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WATER VIEW SECURITIES INC

Notes to Financial Statements

December 31 2012 and 2011

Note Nature of Business and Summary of Sitmificant Accountjn Policies

Waterview Securities Inc Texas Subchapter Corporation the Company is securities

broker-dealer
registered with the Securities and Exchange Commission SEC and is member

of the Financial Industry Regulatory Authority FJNRA and Securities Investor Protection

Corporation SIPC Substantially all of the Companys business is conducted with customers

located in the southern United States

In preparing the accompanying financial statements the Company has reviewed as determined

necessary by the Companys management events that have occurred after December 31 2012
through the date the financial statements were available to be issued February 2013

summary of the significant accounting policies consistently applied in the preparation of the

accompanying financial statements follows

Cash equivalents

For purposes of reporting cash flows the Company has defined cash equivalents as highly-

liquid investments with maturities of less than ninety days when purchased

Accounts receivable

The Company had no non-interest bearing receivables from its customers for the current year
ended December 31 2012 In the prior year ended December 31 2011 the Company had
non-interest bearing receivables from its customers Management evaluates customers
credit risk prior to extending credit and does not require collateral Management evaluates
the need for an allowance for uncollectjble accounts receivable based on historical write offs

and current past due amounts Management writes off receivables when all attempts to

collect including legal action have proved ineffective There were no receivables written

off for the years ended December 31 2012 and 2011 and management determined that no
allowance was required

Fee and service revenue

Fee and service revenue result primarily from
raising capital and financial advisory services

surrounding mergers and acquisitions for
privately owned companies and divisions of public

companies Such fees are recognized as projects are completed or as revenue is earned

-7-



WATER VIEW SECURITIES INC

Notes to Financial Statements

December 31 2012 and 2011

Note Nature of Business and Summary of Sitnificant Accountjn Policies Continued

Income taxes

The Company has elected to be treated as Subchapter corporation under the Internal

Revenue Code In lieu of corporate income taxes the shareholders are taxed on their

proportionate share of the Companys taxable income Therefore no provision or liability
for federal income taxes has been included in these financial statements

At December 31 2012 and 2011 there were no uncertain tax positions The Company is no
longer subject to tax examinations by tax authorities for years prior to 2009 as of
December 31 2012 Interest and penalties related to uncertain tax positions are recognized
in income tax expense As of December 31 2012 and 2011 no interest or penalties related to

uncertain tax positions had been accrued

Concentration of credit risk and significant customers
The Company maintains its cash in bank deposit accounts which at times may exceed

federally insured limits The Company has not experienced any losses in these accounts and
believes it is not exposed to any significant risk on cash

For the year ended December 31 2012 one customer accounted for 95% of revenues For
the year ended December 31 2011 two customers accounted for 48% and 45% of revenues
respectively

Use of estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America

requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period Actual results could differ from those
estimates

Reclassifications

Certain 2011 financial statement amounts have been reclassified to conform to the 2012
financial statement presentations

-8-



WATERVIEW SECURITIES INC

Notes to Financial Statements

December 31 2012 and 2011

Note Net Capital Requirements

Pursuant to the net capital provisions of Rule 5c3- of the Securities Exchange Act of 1934

the Company is required to maintain minimum amount of net capital as defined under such

provisions Net capital and the related net capital ratio may fluctuate on daily basis At

December 31 2012 and 2011 the Company had net capital of $95767 and $394223 and

net capital requirement of $5000 in both years The Companys ratio of aggregate

indebtedness to net capital was to at December 31 2012 and 2011 The Securities and

Exchange Commission permits ratio of no greater than 15 to

Note Liabilities Subordinated to Claims of General Creditors

As of December 31 2012 and 2011 there were no liabilities subordinated to claims of

general creditors

Note Stockholders Equity

The Company is authorized to issue 100000 shares of common stock with par value of

$0.01 per share It is classified as small business corporation and its stock is classified as

1244 stock as defined by the Internal Revenue Code IRC The maximum amount to be

received by the Company in consideration of its stock to be issued pursuant to this IRC section

shall not exceed $1000000 There are 50001 shares issued and outstanding as of

December 31 2012 and 2011

-9-



WATERVIEW SECURITIES INC

Notes to Financial Statements

December 31 2012 and 2011

Note Related Party Transactions

The Company has an expense-sharing agreement with an entity owned by the Companys

stockholders The fees paid to the related party amounted to $4800 for the years ended

December 31 2012 and 2011 respectively

In August 2009 the Company entered into an agreement with an entity owned by the

Companys stockholders whereby the entity provides to the Company business services of

administrative support document preparation financial analysis and creation of marketing

materials for fifty percent of the retainer the Company received from its customers upon

completion The administrative support fee paid to the related party amounted to $17500

and $55750 for the years ended December 31 2012 and 2011 respectively During 2012 and

2011 the Company also reimbursed expenses to the above related parties for $1721 and

$1013 respectively

Note Commitments and Contingencies

The Company receives referrals from third parties and has agreements with the third parties

to pay referral fee based on the financial outcome of the referred project Management did

not owe the third parties any referral fees at December 31 2012 and 2011

Note Information Relatin2 to Possession or Controls Reiuirements

The Company does not have any possession or control of customer funds or securities There

were no material inadequacies in the procedures followed in adhering to the exemptive

provisions of SEC Rule 5c3-3k2i by not holding customer funds or safekeeping

customer securities

10
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WATERVIEW SECURITIES INC

Schedule

Computations of Net Capital Under Rule 15c3-1

of the Securities and Exchange Commission

Year Ended December 31 2012

Net capital

Total stockholders equity 98374

Less nonallowable assets 2607

Net capital 95767

Aggregate indebtedness

Aggregate indebtedness liabilities 88

Computations of basic net capital requirement

Minimum net capital required

6-2/3% of total aggregate indebtedness

Minimum dollar net capital requirement

of reporting broker or dealer 5000

Net capital requirement

greater of above two minimum requirement amounts 5000

Net capital in excess of required minimum 90767

Net capital less greater of 10% of total aggregate indebtedness or

120% of minimum dollar net capital requirement 89767

Percentage of aggregate indebtedness to net capital 0.09%

Note The above computations do not differ materially from the computations of net capital under

Rule 15c3-l filed by the Company with the Financial Industry Regulatory Authority as of

December 31 2012

See independent auditors report
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WATERVIEW SECURITIES INC

Schedule

Computation of Determination of Reserve

Requirements Under Rule 5c3-3

of the Securities and Exchange Commission

The Company is exempt from Rule 5c3-3 pursuant to the provisions of Section k2i The

Company does not cany securities accounts for customers or perform custodial functions

relating to customer securities

12
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REPORT ON INTERNAL CONTROL

Waterview Securities Inc

Dallas Texas

In planning and performing our audits of the financial statements of Waterview Securities

Inc the Company as of and for the year ended December 31 2012 in accordance with

auditing standards generally accepted in the United States of America we considered the

Companys internal control over financial reporting internal control in order to determine

our auditing procedures for the purpose of expressing our opinion on the financial statements

but not for the purpose of expressing an opinion on the effectiveness of the Companys
internal control Accordingly we do not express an opinion on the effectiveness of the

Companys internal control

Also as required by rule 7a-5g of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of

compliance with such practices and procedures that we considered relevant to the objectives

stated in rule 7a-5g in making the periodic computations of aggregate indebtedness and

net capital under rule 17a-3a1l and for determining compliance with the exemption

provisions of rule 15c3-3 Because the Company does not carry securities accounts for

customers or perform custodial functions
relating to customer securities we did not review

the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve

System

Assurance Tax Advisory

Learn more at traviswolff.com



The management of the Company is responsible for establishing and maintaining internal

control and the practices and procedures referred to in the preceding paragraph In fulfilling

this responsibility estimates and judgments by management are required to assess the

expected benefits and related costs of controls and of the practices and procedures referred to

in the preceding paragraph and to assess whether those practices and procedures can be

expected to achieve the SECs above-mentioned objectives Two of the objectives of internal

control and the practices and procedures are to provide management with reasonable but not

absolute assurance that assets for which the company has responsibility are safeguarded

against loss from unauthorized use or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit the preparation

of financial statements in conformity with accounting principles generally accepted in the

United States of America Rule 17a-5g lists additional objectives of the practices and

procedures listed in the preceding paragraph

Because of inherent limitations in internal control or the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of

them to future periods is subject to the risk that they may become inadequate because of

changes in conditions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect misstatements on timely basis significant deficiency is control

deficiency or combination of control deficiencies in internal control that is less severe than

material weakness yet important enough to merit attention by those charged with

governance

material weakness is deficiency or combination of deficiencies in internal control such

that there is reasonable possibility that material misstatement of the companys financial

statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described above and would

not necessarily identify all deficiencies in internal control that might be material weaknesses

We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that

practices and procedures that do not accomplish such objectives in all material respects

indicate material inadequacy for such purposes Based on this understanding and on our

study we believe that the Companys practices and procedures were adequate at

December 31 2012 and 2011 to meet the SECs objectives



This
report is intended solely for the information and use of the Board of Directors

management the SEC Financial Industry Regulatory Authority and other regulatory

agencies that rely on rule 17a-5g under the Securities Exchanges Act of 1934 in their

regulation of registered brokers and dealers and is not intended to be and should not be used

by anyone other than these specified parties

IL
Certified Public Accountants

February 2013

Dallas Texas


